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I. OVERVIEW

A. SCOPE AND PURPOSE OF THIS PAPER

This paper encompasses the rationale and guide for major DOE energy
policies and programs in FY 1982-86.

The purpose of the overview is to present both an analytical
perspective on the energy problem and a framework within which
government programs designed to address various attributes of
that problem may be evaluated. Its development is intended to
focus discussion and debate about energy policy within DOE and
possibly other parts of the Executive branch.

Three topics are discussed:

-The nature of the energy problem

-The role of government

-How much government activity is justified.

The last quarter of this century should be viewed as a period of
adjustment to more expensive and less secure supplies of imported
oil. The principal role of the government in the energy area is to
foster this transition. This role and the appropriate level of
government activity in the energy field must be viewed in the context
of a rationale for governmental intervention into economic matters.
In general, consumption, production, development, and marketing
decisions should be left to the private sector unless there are
external factors or market imperfections such as the national
security issue of excessive dependence on foreign oil. Such
factors prevent the private market from acquiring adequate energy
supplies, allocating them efficiently, and providing for national
security. The broad goal of government activity in the energy
area is to make the nation better off than it would be if private
markets were left to themselves by ensuring that these objectives
are met. Any government action which increases the efficiency
of markets serves this purpose, in energy as in other sectors of
the economy. In addition there are four classes of activity in
which governmental intervention in energy markets can be justified
on the basis of offsetting the impact of market imperfections and
protecting national security. The four major categories of
government activity are:s.    The long-range goal  is to establish-a .small-scale hydroelectric
